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.  .  .  about  a  nursing  home  for  a 
loved  one,  hand  them  this  easy- 
to-read  booklet.  It  tells  how  to 
shop  for  the  home  that  will  best 
fill  the  prospective  resident's 
needs.  This  33-page  booklet 
includes  a  handy  checklist  to 
use  when  visiting  nursing 
homes  to  evaluate  them. 

Nursing  Home  Care  is  available 
without  cost  in  reasonable 
quantity  from: 
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Collections  from  Private  Insurers 
Could  Save  Medicaid 
$1  Billion  a  year. 


A  10-year-old  law  which  has  been 
overlooked  by  most  States  appears  to 
be  the  key  to  an  estimated  $1  billion  in 
annual  savings  for  the  Medicaid  pro- 
gram. This  is  the  level  of  savings  that 
is  projected  by  1980. 

The  law  requires  Medicaid  to  pay 
health  care  bills  only  after  States  have 
attempted  to  collect  them  from  other 
sources,  such  as  private  health  care  in- 
surers, automobile  insurers,  estates, 
workmen's  compensation  and  even 
Medicare.  It  also  requires  States  to  try 
to  collect  from  these  sources  before 
paying  out  Medicaid  dollars. 

Some  States  have  already  estab- 
lished offices  to  identify  other  sources 
of  payment  and  have  avoided  paying 
out  substantial  amounts  in  State 
funds  and  Federal  matching  funds. 
Michigan,  for  example,  is  recovering 
more  than  $3  million  a  year  from 
other  sources.  And,  remarkably,  the 
cost  of  the  State's  recoveries  is  only  12 
percent  of  the  funds  recovered. 

Since  most  States  have  not  estab- 
lished collection  offices,  the  Medi- 
caid Bureau  has  developed  a  program 
to  help  them.  This  program  includes  a 
guide  for  establishing  a  collection  sys- 
tem and  a  series  of  two-day  work- 
shops (see  box)  presented  around  the 
country  on  how  various  collection 
systems  work. 

"As  only  a  few  States  have  had 
long-term  experience  with  collecting 
from  third  parties,  such  as  insurance 
companies,  we  do  not  have  a  firm 


by  Martin  Judge,  Editor 

national  figure  for  the  percent  of 
claims  a  State  should  be  able  to 
collect  from  these  sources,  or  the 
dollar  amount  of  these  collections," 
says  Francis  Bender,  who  heads 
Medicaid's  effort  to  help  States  es- 
tablish collection  systems.  A  Michi- 
gan study,  however,  showed  that  in 
slightly  more  than  19  percent  of 
Medicaid  cases  a  third  party  was 
liable  for  the  bill.  The  study's  sample 
of  1,010  cases  yielded  a  savings  of 
about  $100,000.  A  separate  study  by 
the  State  confirmed  this  percentage 
and  predicted  that  the  State  could 
have  collected  $129  Million  for  1975  if 
sufficient  personnel  had  been  avail- 
able. 

Identifying  third  parties 

The  first  opportunity  to  identify 
third  parties  who  are  liable  for 
medical  bills  occurs  when  a  person  is 
interviewed  to  determine  eligibility  for 
Medicaid  benefits.  Some  States,  such 
as  Wisconsin,  have  a  detailed  health 
insurance  form  which  is  filled  out  by 
the  case  worker  and  includes  ques- 
tions about  the  recipient's  insurance 
company,  policy  number  and  even  the 
address  of  the  company's  claims 
office.  Other  States  take  the  position 
that  the  case  worker  has  such  a  long 
list  of  questions  to  ask  a  potential 
recipient  that  they  should  only  take 
time  to  indicate  whether  the  recipient 
has  insurance,  without  listing  the 
company.  In  either  case,  the  informa- 


tion is  relayed  to  a  master  file  so  it  can 
be  checked  against  future  Medicaid 
claims. 

A  recipient  may  not  tell  the  case 
worker  that  he  has  insurance  when 
applying  for  Medicaid  because  of  fear 
of  not  receiving  Medicaid  coverage, 
so  all  too  often  there  is  no  record  of 
his  coverage. 

The  next  opportunity  to  discover 
other  sources  of  liability  is  when  the 
recipient  receives  treatment.  Fre- 
quently, however,  a  claim  sent  in  by 
the  person  providing  treatment  does 
not  reflect  the  recipient's  insurance. 
That  is  because  the  provider  is  un- 
willing to  take  the  trouble  to  bill  the 
insurance  company,  wait  for  what  will 
probably  be  only  partial  reimburse- 
ment and  then  bill  Medicaid  for  the 
remainder. 

To  alleviate  paperwork  problems 
for  providers,  some  States  do  not  re- 
quire them  to  collect  from  other 
sources.  The  State  requires  only  that 
the  provider  have  the  recipient  sign  a 
form  allowing  Medicaid  to  recover  in- 
surance payments  in  his  name.  This 
permits  the  State  Medicaid  program 
to  be  reimbursed. 

"This  system  helps  to  reduce  poten- 
tial fraud  and  abuse  dramatically  by 
preventing  the  providers  from  collect- 
ing from  an  insurance  company  as 
well  as  from  Medicaid,"  according  to 
Mary  F.  Strait,  formerly  manager  of 
Alabama's  Third  Party  Liability 
Determination  office. 
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Ms.  Strait  also  pointed  out  that 
many  recipients  do  not  acknowledge 
that  they  have  insurance  because  they 
want  to  pocket  the  money  paid  by  the 
policy  while  Medicaid  pays  their  bills. 
She  cautions  that  even  a  printed 
notice  on  the  bill,  such  as,  "Not  to  be 
used  for  insurance  purposes,"  is  not 
sufficient  to  prevent  the  recipient 
from  collecting  from  his  insurance 
company.  She  recommends  a  state- 
ment like,  "Payment  of  insurance 
benefits  from  this  form  is  prohibited 
by  law,"  and  that  the  statement  be 
backed  up  by  Federal  law. 

While  Federal  law  gives  States 
authority  to  collect  from  third  parties, 
it  stops  short  of  requiring  insurance 
companies  to  make  their  claims 
systems  compatible  with  those  of  the 
States  .  Therefore,  the  cooperation  of 
the  insurance  industry  is  of  significant 
importance  in  developing  an  efficient 
collection  system. 

The  progress  of  Minnesota's  recov- 
ery program  has  been  attributed  in 
large  part  to  the  cooperation  the  State 
has  received  from  insurance  compan- 
ies. Prior  to  establishing  its  program, 
State  officials  met  with  insurance 
companies  to  explain  their  objectives 
in  recovering  from  third  parties.  The 
result  was  that  the  vast  majority  of 
companies  modified  their  claims 
forms  to  the  specification  of  the  State. 

"The  costs  to  do  so  were  substan- 
tial, so  it  was  certainly  commendable 
of  them  to  help  us  in  our  effort  to 
bring  down  Medicaid  costs,"  said 
Jean  Morley,  formerly  director  of  the 
State's  Third  Party  Unit. 

Accident  claims 

When  a  Medicaid  claim  involves 
treatment  for  an  accident,  some  States 
ask  the  provider  to  indicate  it  with  a 
code,  as  well  as  in  writing,  so  that  the 
claim  will  be  readily  identified  in  the 
claims  processing  system. 

If  a  patient  has  been  injured,  such 
as  in  an  automobile  accident,  it  is 
often  virtually  impossible  to  imme- 
diately determine  who  is  liable,  so  the 
provider  is  paid  by  Medicaid  funds 
and  the  State  awaits  a  court  ruling  or 
a  settlement.  In  Michigan,  which  has 
operated  a  recovery  office  for  four 
years,  liability  in  99  percent  of 
accident   cases  is  not  immediately 


known.  Therefore,  the  claims  must  be 
continually  monitored  until  resolved. 

When  a  claim  is  thought  to  be 
collectible  from  a  third  party,  it  is 
recorded  in  the  State's  master  file  and 
checked  periodically  for  disposition. 

The  State's  recovery  unit  also 
matches  its  master  file  of  Medicaid 
claims  against  the  State's  claims  for 
workmen's  compensation.  This  is 
done  monthly.  If  a  State's  lists  are 
computerized,  a  tape-to-tape  match 


Workshop  Series 

The  workshops  present  various 
methods  that  States  have  used  to 
establish  and  operate  effective  sys- 
tems of  collecting  health  care  bills 
from  other  sources. 

Since  each  workshop  lasts  only 
two  days,  participants  are  encour- 
aged to  learn  some  of  the  basics  be- 
forehand. They  receive  a  packet  of 
information,  including  the  Federal 
law  governing  Medicaid  reim- 
bursements and  a  list  of  32  ques- 
tions about  their  own  State  laws 
which  they  should  be  able  to  an- 
swer before  the  seminar  begins. 

The  next  workshops  will  be  held 
on  July  26-27  in  Albany  and  Sep- 
tember 20-21  in  Tulsa.  Members  of 
the  Medicaid  advisory  group  will 
serve  as  discussion  leaders.  They 
are: 

•  Prof.  John  C.  Anderson, 
School  of  Management  Science  of 
the  University  of  Minnesota  who 
helped  develop  Minnesota's  col- 
lection system. 

•  Mike  Skutar,  manager  of 
Michigan's  Third  Party  Liability 
Section. 

•  Russell  Ward,  supervisor  of 
Third  Party  Recovery  for  Wash- 
ington. 

•  Jerome  Hansen,  chief  of  the 
Health  Recovery  Bureau  of  Cali- 
fornia. 

Other  speakers  will  be  repre- 
sentatives from  the- Health  Insur- 
ance Association  of  America  and 
the  Medicare  Program. 

For  further  information  about 
the  workshops,  contact  Francis 
Bender  at  the  Medicaid  Bureau, 
HCFA,  330  C  Street,  S.W.,  Wash- 
ington, D.C.  20201. 


can  be  made  using  social  security 
numbers.  Although  comparisons  of 
lists  under  a  manual  system  is  cum- 
bersome, it  can  be  cost  effective  if 
only  those  injuries  likely  to  generate 
high  medical  costs  are  singled  out  for 
inspection. 

In  order  to  evaluate  the  liability  of  a 
third  party  and  the  recovery  potential, 
the  recipient's  file  should  contain  the 
following  information: 

•  Facts  of  the  accident. 

•  Nature  of  injury. 

•  Extent  of  the  disability. 

•  Prognosis. 

•  Amount    of    current  medical 
expenses  and  total  expenses. 

•  Limits  of  insurance  coverage. 
There  are  cases,  particularly  when 

the  extent  of  liability  is  unclear,  where 
it  will  benefit  the  State  to  negotiate  a 
settlement.  In  such  cases,  a  skilled 
negotiator  is  needed. 

Catch  22 

Neither  the  State  nor  the  Federal 
Government  can  recover  insurance 
payments  unless  the  recipient  has  as- 
signed them.  A  complicating  factor  is 
that  a  recipient  covered  by  Medicaid 
is  not  required  to  assign  any  collect- 
ible funds  to  Medicaid. 

Experience  has  shown  that  assign- 
ment is  most  easily  obtained  at  the 
time  the  medical  service  is  provided. 
After  the  recipient  receives  the  service 
it  may  be  difficult  to  get  him  to  assign 
his  right  of  payment  to  the  State  for  a 
variety  of  reasons.  His  attorney  may 
have  told  him  "not  to  sign  anything," 
he  may  have  moved  and  cannot  be 
located  or  he  may  decide  not  to  sign  in 
hopes  of  collecting  the  reimbursement 
himself. 

Recovery  through  probate 

One  source  of  recovery  which  has 
been  all  but  overlooked  is  the  estate  of 
the  recipient.  Although  relatively  little 
can  be  recovered  compared  to  auto- 
mobile accidents,  Maryland  has  deve- 
loped a  recovery  system  which  is 
paying  handsome  dividends — about 
$553,000  during  fiscal  1976. 

Maryland's  system  works  like  this: 
Each  month  the  list  of  persons  who 
have  died  is  compared  with  the  list  of 
persons  on  the  State's  medical  assist- 
ance rolls.  If  a  match  occurs,  a  card  is 


automatically  printed  out  and  mailed 
to  the  county  registrar  of  wills  along 
with  a  form  requesting  information.  If 
the  deceased  has  an  estate,  the 
registrar  fills  out  the  form  and  returns 
it  to  the  recovery  unit. 

Since  it  sometimes  takes  months  for 
an  estate  to  be  opened,  a  card  for  the 
deceased  is  printed  out  each  month 
and  sent  to  the  registrar.  After  six 
months,  a  card  is  printed  out  every 
three  months  until  30  months  has 
elapsed.  At  that  point,  the  name  is 
removed  from  the  system. 

If  an  estate  has  been  opened,  the 
recovery  unit  files  a  claim  on  it.  If  it 


has  not  been  opened,  the  unit  re- 
quests the  deceased's  representative  to 
open  it. 

There  are  several  problems  with 
this  system,  according  to  Frank 
Traglia,  chief  of  the  State's  Medical 
Assistance  Recoveries.  One  is  that 
there  is  not  always  enough  time  for 
filing  the  claims  in  small  estates. 
Another  is  that  in  some  cases  there  are 
neither  friends  nor  relatives  who  will 
open  the  estate.  Currently,  staff 
limitations  prevent  the  unit  from 
opening  estates,  but  plans  call  for 
such  a  capability  in  the  future.  In  the 
past,  when  the  unit  was  staffed  to 


State  Department  of  Health 
Division  of  Collections 
Estates  Section 

1874  Capital  St.,  Capital  City 
120  245-2196 


To  the  Registrar  of  Wills:     If  an  estate  is  filed  for  the  deceased  listed,  please 

indicate  on  the  reverse  side  the  date  small  Estate 
Proceeding  or  Letters  of  Administration  were 
granted  and  the  name  and  address  of  the  Admin- 
istrator or  Executor  and  attorney  and  return  to  this 
office. 


Patient 
Died 
Address 


To  Director,  Estates  Section: 


□  Small  Estate  Proceedings  Amount  of  Assets  $  Debts 

□  Formal  Estate  Proceedings  Funeral  Bill  $  Claims 

Date  opened   Date  Closed   

Letters  granted  to:  Name   

Address   


Attorney's  Name 
Address 
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open  estates,  they  were  considered  a 
lucrative  source  of  recovery. 

Training 

Training  personnel  to  operate  a 
recovery  unit  costs  money,  but  a  pilot 
study  conducted  by  Michigan  shows 
that  training  case  workers  to  identify 
possible  claims  against  a  third  party  is 
cost  effective.  "We  observed  that, 
during  eligibility  determination  and 
redetermination,  a  well  trained  case 
worker  averages  nine  minutes  per 
family  to  ask  the  proper  questions  and 
adequately  fill  out  the  questionnaire 
for  transmitting  to  our  recovery  unit," 
says  Mr.  Skutar.  "Without  training,  it 
might  take  from  15  to  25  minutes  and 
they  still  wouldn't  have  the  necessary 
information." 

The  Minnesota  recovery  unit  found 
that  county  workers  could  not  readily 
differentiate  between  various  types  of 
insurance,  so  seminars  were  con- 
ducted to  explain  how  to  fill  out  the 
unit's  two  forms. 

"We  found  that,  after  we  explained 
the  necessity  of  the  recovery  program, 
the  counties  viewed  the  program  in  its 
proper  perspective,  so  we  felt  we  had 
it  made,"  said  Beth  Wahtera,  director 
of  the  State's  Third  Party  Unit.  "But 
their  enthusiasm  to  provide  informa- 
tion caused  us  to  .become  inundated 
with  information.  We  received  thou- 
sands of  insurance  forms  —  every- 
thing from  health  insurance  to  burial 
insurance.  That  meant  more  training 
to  help  them  differentiate  health 
insurance  from  other  types  of  insu- 
rance." 

In  an  effort  to  maintain  the  interest 
of  employees  during  the  training 
sessions,  instructors  used  the  health 
contracts  of  county  employees  as 
examples.  According  to  Ms.  Wah- 
tera, response  to  training  went  from 
yawns  to  genuine  enthusiasm. 

While  there  is  no  right  way  to 
construct  a  collection  system,  every 
State  can  develop  a  cost-effective  sys- 
tem, using  some  combination  of  re- 
covery techniques.  With  SI  billion  a 
year  at  stake,  this  seems  a  logical 
course.  The  Medicaid  Bureau  has  de- 
clared third-party  recoveries  a  major 
initiative  and  is  providing  the  techni- 
cal assistance  and  practical  operating 
experience  necessary  to  help  States 
establish  a  program.  ■ 


Seeing 

IS w 

believing: 


He  will  never  find  the  answer  if  he  can't  see  the  problem. 

If  your  child  needs  glasses,  the  Medicaid  Program  can 
provide  them.  Just  as  we  provide  immunizations  against  polio, 
whooping  cough,  and  measles  .  .    treat  anemia.  TB,  and  sickle 
cell  disease.  To  find  out  if  your  family  is  eligible,  contact  your 
ocal  Social  Service  or  Welfare  Office  today. 
Medicaid.  Worth  looking  into. 


How  Johns  Hopkins 
Makes  Cost  Containment  Work 


Since  the  inception  of  a  formal  cost 
reduction  program  in  1975,  The  Johns 
Hopkins  Hospital  has  experienced  a 
progressive  decline  in  its  annual  rate 
of  cost  increase.*  The  rate  of  increase 
fell  from  a  high  of  14.6  percent  (FY 

1975  over  FY  1974)  to  12.2  percent 
(FY  1976  over  FY  1975).  And  the  rate 
of  cost  increase  for  FY  1977  over  FY 

1976  is  projected  at  slightly  more  than 
10  percent.  While  the  cost  reduction 
effort,  known  as  the  Cost  Improve- 
ment Program,  is  not  the  sole  cause 
for  improved  performance  at  Johns 
Hopkins,  the  program  has  helped  pro- 
duce an  annual  savings  of  $1.2  mil- 
lion. 

During  the  last  two  years,  teams  of 
employees  have  implemented  more 
than  100  cost-cutting  projects.  Proj- 
ects generated  by  the  teams,  together 
with  recent  actions  by  management, 
have  yielded  savings,  such  as  the 
following: 

•  Improving  standards  and  con- 
trols in  the  use  of  linen  reduced  the 
amount  used  per  patient  day  to  14.5 
pounds  compared  with  17  pounds 
three  years  ago.  Savings:  $100,000. 

*  Unit  cost  increase,  i.e.  total  expenses  divided 
by  total  patient  days. 


Ronald  R.  Peterson  is  administra- 
tor of  the  Cost  Improvement  Program 
at  Johns  Hopkins.  He  was  formerly 
administrator  of  the  psychiatric  com- 
ponent of  the  hospital  and  has  a 
masters  degree  in  health  care  adminis- 
tration. 


by  Ronald  R.  Peterson 

•  Introducing  work  standards  in 
outpatient  billing  has  eliminated  10 
jobs.  Savings:  $100,000. 

•  Contracting  for  dietary  and 
housekeeping  services  resulted  in 
eliminating  60  positions  for  a  net 
savings  after  management  fees  of 
more  than  $200,000. 

•  Introducing  work  standards  and 
improved  supervision  in  the  medical 
records  department,  along  with  some 
automation,  resulted  in  eliminating  28 
positions.  Savings:  $275,000. 

•  An  innovative  approach  to  the 
distribution  of  materials  to  nursing 
units  during  slow  hours  has  enabled 
that  department  to  decrease  its  work 
force.  Savings:  $70,000. 

•  Distributing  of  payroll  checks  in- 
house  rather  than  through  the  mail. 
Savings:  $9,400 

•  Mixing  ten-hour  shifts  and  eight- 
hour  shifts  for  operating  room  nurses 
cut  overtime  while  simultaneously 
improving  registered  nurse  coverage 
in  the  late  afternoon.  Savings:  $3,000. 

•  Switching  to  disposable  service- 
ware  both  in  the  cafeteria  and 
throughout  the  hospital  eliminated 
7.5  jobs.  Net  savings:  $24,500. 

•  Installing  energy-saving  devices 
in  the  central  power  plant  to  reduce 
fuel  consumption  by  reclaiming  heat 
loss.  Savings:  $60,000. 

•  Restructuring  the  telephone  sys- 
tem, including  trunk  lines  to  New 
York  and  Washington.  Savings: 
$95,900. 

•  Retrieving  supplies  inadvertently 
dumped   into   laundry   chutes  with 


soiled  linen.  Items  include  hot  water 
bottles,  surgical  instruments,  traction 
weights,  medications,  a  lead  apron,  x- 
ray  film  and  a  surgeon's  headgear. 
Savings:  $31,308. 

•  Computer  pricing  for  outpatient 
charges.  Savings:  $13,374. 

•  Preventing  ambulance  drivers 
from  taking  hospital  sheets  reduced 
linen  loss  in  the  emergency  room. 
Savings:  $31,308. 

•  Introducing  work  standards  for 
key  punch  operators  allowed  reduc- 
tion in  staff  through  attrition.  Sav- 
ings: $36,800. 

•  Reducing  the  cost  of  film  in  one 
section  of  the  radiology  department 
by  introducing  a  new  camera  at  a  cost 
of  $5,000.  Savings:  $27,388. 

•  Reorganizing  the  security  depart- 
ment. Savings:  $39,083. 

It  is  important  to  note  that  while 
much  of  the  savings  occurred  in 
overhead  departments,  a  significant 
portion  of  the  recaptured  dollars  has 
been  put  to  use  in  direct  patient  care 
areas.  Specifically,  the  number  of 
registered  nurses  has  been  increased  in 
the  last  few  years  and  nurse  staffing 
levels  are  currently  being  reassessed 
using  management  engineering  tech- 
niques. 

The  cost  reduction  program  was 
undertaken  after  a  wage  settlement 
with  the  union  representing  service 
and  maintenance  employees  in  De- 
cember 1974  had  a  significant  impact 
on  labor  cost.  That,  together  with 
rapidly  rising  costs  for  supplies  and 
purchased  services,  began  to  create 


some  cash  flow  difficulties.  These 
pressures,  together  with  an  impending 
rate  review  —  the  hospital's  first  by 
the  Maryland  State  Health  Services 
Cost  Review  Commission  —  caused 
management  to  seek  an  effective 
approach  to  cost  improvement. 

The  environment 

To  understand  the  approach  to  cost 
improvement,  it  is  helpful  to  have 
some  knowledge  of  how  this  1,097- 
bed,  inner  city  hospital  is  organized. 
Since  1973,  when  the  hospital's 
trustees  decided  to  vest  the  responsi- 
bility for  managing  its  various  clinical 
units  with  the  respective  medical 
chiefs  of  service,  operations  began  to 
become  decentralized.  For  example, 
the  once  centralized  nursing  organiza- 
tion was  changed,  so  that  each  chief  of 
service  had  a  director  of  nursing 
reporting  to  him,  as  well  as  an 
administrative  staff.  The  objective 
was  to  operate  the  hospital  as  an 
amalgamation  of  independent  units, 
each  with  its  own  operating  plan  and 
budget. 

In  those  cases  where  economies  of 
scale  did  not  make  it  feasible  for 
services  to  be  decentralized,  service 
departments  were  retained  under 
central  administration  (corporate 
management).  This  process  of  decen- 
tralization progressed  to  the  point 
where,  in  1976,  buyer-seller  agree- 
ments were  negotiated  between  the 
clinical  units  and  the  service  depart- 
ments. 

Concurrent  with  the  evolution  of 
decentralization  was  the  development 
of  systems  to  provide  much  needed 
management  information  to  the  oper- 
ating units.  The  systems  report  infor- 
mation for  all  categories  of  expense, 
including  labor,  fringe  benefits,  sup- 
plies and  purchased  services  for  each 
cost  center  within  a  unit.  Actual 
expenses  are  compared  to  the 
budgets,  after  adjusting  them  for 
variance  in  volume,  to  determine  the 
deviation  from  planned  performance. 

In  addition,  clinical  units  are  now 
receiving  information  on  their  use  of 
ancillary  services  (e.g.,  lab  tests, 
radiology  tests)  and  the  number  of 
hours  of  nursing  service  per  patient 
day.  Although  all  of  these  informa- 
tion capabilities  were  not  available  at 


the  time  the  formal  cost  reduction 
program  was  considered,  computer 
systems  were  already  providing  basic 
management  information  to  all  units 
on  a  regular  basis.  Such  systems  have 
been  deemed  an  absolute  prerequisite 
to  a  successful  cost  reduction  pro- 
gram, for  they  provide  the  means  to 
determine  opportunities  for  cost 
cutting  and  for  measuring  the  impact 
of  the  necessary  changes. 

The  objectives 

The  intent  of  the  cost  reduction 
program  has  been  to  reduce  hospital 
operating  costs  while  maintaining  the 
highest  standards  of  health  care  by: 

1.  Developing  a  method  for  identi- 
fying areas  where  costs  can  be  reduced 
and  implementing  practices  which 
result  in  cost  savings. 

2.  Documenting  and  verifying  the 
cost  savings  of  projects. 

3.  Measuring  cost  reduction  in 
individual  departments  as  well  as  the 
total  institution. 

4.  Engendering  cost  awareness  in 
hospital  employees  to  achieve  in- 
creased productivity. 

Employees  assess  efficiency 

Since  the  beginning  of  the  cost 
reduction  program,  some  200  hospital 
employees  have  been  members  of  Cost 
Improvement  Teams.  Initially,  four 
teams  were  created  to  assess  various 
areas  of  operations,  including  infor- 
mation systems,  materials  usage, 
energy  and  preventive  maintenance, 
and  patient  care  activities. 

By  the  end  of  the  first  year,  the 
number  of  teams  was  expanded,  and 
they  were  studying  both  individual 
departments  and  hospital  functions 
which  cut  across  departmental  lines. 
Today,  each  major  department  of  the 
hospital  has  its  own  Cost  Improve- 
ment Team. 

Each  team  is  composed  of  eight  to 
12  members  most  of  whom  are 
supervisory,  paraprofessional  or  tech- 
nical employees.  One  team  member  is 
designated  as  the  coordinator  of 
activities  with  ultimate  responsibility, 
another  is  responsible  for  the  docu- 
mentation of  the  projects,  and 
another,  a  senior  manager  with 
expertise  in  the  areas  to  be  studied, 
acts  as  an  advisor. 


For  the  most  part,  teams  meet 
regularly  to  discuss  cost  improve- 
ment. These  meetings  range  in  charac- 
ter from  brainstorming  sessions  for 
developing  new  cost-saving  ideas  to 
reconciling  team  projections  with 
feedback  from  the  controller's  office. 

Teams  studying  functions  crossing 
departmental  lines  have  proven  to  be 
most  effective  in  dealing  with  changes 
in  systems,  product  modifications  and 
the  reduction  of  waste  factors.  Those 
studying  departments  have  been  most 
effective  in  generating  cost  savings  via 
improvement  in  productivity. 

Setting  goals  and  reporting 

Along  with  its  annual  fiscal  plan, 
each  department  is  required  to  estab- 
lish a  cost  reduction  plan  for  the 
upcoming  fiscal  year. 

The  controller's  office  is  responsible 
for  verifying  the  savings  resulting 
from  the  change  of  practice  recom- 
mended by  a  team.  The  criteria  used 
for  the  evaluation  is  agreed  on  by  the 
controller  and  the  administrator  of 
the  cost  reduction  program.  The 
teams  are  informed  of  the  controller's 
findings  and  credited  with  the  appro- 
priate amount  of  savings. 

The  hospital's  trustees  receive  a 
quarterly  progress  report  on  the  cost 
reduction  program,  and  a  report  is 
also  circulated  to  the  departments. 
The  report  focuses  on  two  kinds  of 
information:  the  annualized  value  of 
the  cost  reduction  projects  and  the 
actual  savings  in  current  operations. 
For  the  first  three  quarters  of  the 
current  fiscal  year,  which  began  July 
1,  1976,  the  controller's  office  has 
documented  cost  reduction  projects 
having  an  annual  value  of  $706,017. 

Increasing  cost  awareness 

A  major  objective  of  the  program  is 
to  increase  the  employee's  level  of  cost 
awareness.  This  is  accomplished 
through: 

•  Workshops  for  supervisors  which 
explain  such  concepts  as  value  analy- 
sis and  work  simplification. 

•  Improved  cost  data  and  manage- 
ment information  provided  to  increas- 
ingly lower  levels  of  the  organization. 

•  Articles  promoting  cost  aware- 
ness published  in  various  house 
organs  of  the  hospital. 


Technical  support 

Johns  Hopkins  hired  management 
engineers  to  strengthen  the  analytical 
capabilities  of  department  managers, 
administrative  staffs  and  the  em- 
ployee teams. 

In  addition,  management  engineers 
have  greatly  improved  the  in-house 
capability  for  operations  auditing  as 
well  as  the  ability  to  attack  complex 
operational  problems,  particularly 
those  dealing  with  operating  systems. 
In  particular,  management  engineer- 
ing skills  are  being  used  to  determine 
nursing  staff  levels  in  several  major 
inpatient  areas  of  the  hospital. 

Incentives 

In  an  effort  to  encourage  ideas  for 
reducing  costs,  incentives  are  being 
developed  for  departments,  managers 
and  supervisors,  and  individual,  em- 
ployees. In  fiscal  1978,  the  first  of  the 
incentives  (a  percentage  of  the  first 
year's  net  savings)  will  be  returned  to 
departments  which  originate  them. 


In  addition,  to  encourage  the 
reasonable  displacement  of  operating 
costs  through  the  introduction  of 
effective  capital  projects,  cost-reduc- 
tion capital  will  be  provided  from  a 
reserve  within  the  hospital's  capital 
budget.  Departmental  requests  for 
capital  will  be  considered  by  the  cost 
reduction  program  administrator  so 
long  as  the  projected  return  to  the 
hospital  (using  the  discounted  cash- 
flow method)  meets  the  minimum 
suggested  return  established  by  corpo- 
rate management. 

For  managers  and  supervisors  who 
receive  salary  increases  based  on 
performance,  their  cost  reducing 
activity  will  become  a  significant 
factor  in  measuring  performance.  In 
this  way,  it  is  hoped  that  those 
responsible  for  the  actions  of  others 
can  be  encouraged  to  seek  out  ways  to 
improve  costs. 

Finally,  the  feasibility  of  extending 
the  incentive  to  all  employees  is 
currently  being  evaluated.  Under  the 


proposed  plan,  employees  would 
receive  cash  awards  for  suggestions 
which  are  adopted. 

The  model  for  cost  reduction  which 
has  been  developed  at  Johns  Hopkins 
is  not  a  new  concept;  it  has  been  used 
successfully  in  industry  for  years. 
What  is  significant,  however,  is  that 
the  management  of  the  hospital  has 
been  able  to  demonstrate  that  a 
commitment  to  this  approach  can  pay 
significant  dividends  to  a  health  care 
institution. 

Although  the  program  has  not 
yielded  a  rate  of  cost  savings  nearly  as 
great  as  those  experienced  in  indus- 
trial settings,  the  rate  of  cost  increase 
from  year  to  year  has  fallen  within 
reach  of  the  nine  percent  level 
proposed  by  the  Carter  Administra- 
tion. The  Hopkins  model  may  not  be 
right  for  all  hospitals,  but  it  is  likely 
that  most  hospitals  can  reap  signifi- 
cant benefits  from  some  type  of 
ongoing,  systematic  approach  to  cost 
reduction.  ■ 


For  all  state  and  local  agencies  and 
volunteer  organizations.  Eye-catching, 
full-color  posters  to  publicize  the 

Early  and  Periodic  Screening, 
Diagnosis  and  Treatment  Program. 

Place  it  in  churches,  self-service  laundries,  welfare 
offices,  unemployment  offices,  day  care  centers,  store 
fronts,  low-income  housing  developments, super- 
markets, food  stamp  distribution  centers,  and  other 
places  parents  are  likely  to  see  them. 

The  poster  copy  reads: 

The  way  to  keep  from  having  big  health  problems  is  to  catch 
them  while  they're  still  small  ones.  If  your  children  are  eligible 
for  Medicaid,  we've  got  a  program  that  will  find  and  treat  their 
health  problems,  if  they  have  any,  before  they  get  too  big.  Why 
not  check  with  your  local  welfare  office  and  ask  about  the 
EPSDT  program? 
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For  your  supply,  write:  Editor, 
Room  5327  MES  Building, 

Washington,  D.C.  20201 


Poster  comes  in  two  sizes.  Wall 
poster  is  20"  x  23".  Standup  poster  is 
11"  x  14".  Blank  space  at  the  bottom  of  the 
poster  is  for  the  address  and  telephone  number  for 
local  information. 


Limits  on 

Drug  Reimbursements 
to  Save  Millions 


When  HEW  published  a  regulation 
setting  limits  on  its  reimbursements 
for  drugs  dispensed  to  Medicaid  and 
Medicare  patients,  it  was  promptly 
taken  to  court  by  organizations  of 
physicians  and  industry.  After  almost 
19  months  of  litigation,  a  U.S. 
District  Court  ruled  in  favor  of  the 
Government  and  the  first  "maximum 
allowable  cost"  for  a  drug  was  issued 
last  month. 

To  determine  the  long-range  impact 
of  the  program,  the  Record  invited 
three  specialists  in  various  aspects  of 
drug  regulation  to  a  round  table 
discussion.  They  are: 

•  Vincent  Gardner,  chief  of  the 
Drug  Studies  Branch  of  HCFA. 

•  Dr.  Mark  Novitch,  a  physician 
and  deputy  associate  commissioner 
for  medical  affairs  of  the  Food  and 
Drug  Administration. 

•  Henry  Spiegelblatt,  director  of 
the  Division  of  Policy  and  Standards 
of  HCFA. 

RECORD:  How  much  do  you 
estimate  will  be  saved  when  a  maxi- 
mum allowable  cost  (MAC)  has  been 
set  for  each  drug? 

NOVITCH:  We  estimate  that,  if  the 
MAC  program  had  been  fully  in  effect 
in  1975,  about  $37  million  would  have 
been  saved  that  year. 

RECORD:  How  many  brand-name 
drugs  have  you  identified  as  having  a 
generic  equivalent? 

GARDNER:  When  we  began  the 
program  we  identified  between  40  and 
50  drugs.  But  by  the  time  we  pub- 
lished the  final  regulations  we  had 
identified  around  60.  I  think  the  list  is 
growing  simply  because  there  are 
more  drugs  coming  off  patent  protec- 


tion. Not  all  of  these  drugs  will  be 
candidates  for  MACs.  A  lot  have  been 
around  a  long,  long  time,  and  either 
their  prices  are  fairly  uniform  or  the 
volume  of  sales  is  so  low  that  it  does 
not  really  pay  to  establish  a  MAC. 

The  best  MAC  candidates  are  those 
drugs  whose  patent  rights  have  lapsed 
within  the  last  few  years.  Over  the 
long  run,  these  prices  will  drift  down 
and  stabilize,  but  for  a  period  of  time 
there  will  be  widespread  price  differ- 
ence. 

It  is  highly  likely  that  once  a  drug 
price  stabilizes  we  will  remove  the 
MAC  simply  because  there  is  no  need 
to  continue  administering  something 
that  does  not  yield  significant  savings. 

RECORD:  Do  generic  drugs  rep- 
resent 40  percent  of  the  drug  market? 

NOVITCH:  No,  it's  about  a  quarter 
to  a  third,  isn't  it? 

GARDNER:  Yes,  depending  on 
how  you  measure  it.  In  terms  of  the 
total  volume  or  in  terms  of  the 
number  of  drugs.  Of  the  200  drugs 
which  have  the  highest  volume  of 
sales  about  a  third  of  them  are 
available  generically. 


RECORD:  How  soon  will  you  have 
MACs  for  the  full  range  of  drugs? 

NOVITCH:  They  will  be  phased  in 
over  the  next  few  years.  Our  aim  is  to 
set  about  eight  or  so  MAC  limits  each 
quarter,  so  that  a  year  from  now  there 
should  be  about  32  more  MAC  limits 
if  that  goal  is  achieved.  But  it  is  hard 
to  say  how  many  individual  drugs  will 
be  involved  because  each  MAC 
limit — whether  it  is  a  single  MAC 
limit  on  a  drug  or  four  MAC  limits  on 
different  dosage  forms  and  strengths 


—takes  the  same  amount  of  time. 

But  it  is  fair  to  estimate  that  the 
drugs  comprising  the  bulk  of  the 
multiple-source  market  will  have 
MAC  limits  in  the  next  two  years. 

RECORD:  Why  do  you  have  two 
or  more  MAC  limits  on  a  single  drug? 

GARDNER:  That's  because  a  drug 
can  have  different  strengths,  different 
dosage  forms  and  different  salts;  each 
variation  can  have  a  different  MAC. 

RECORD:  Do  pharmacists  have 
any  opposition  to  substituting  one 
drug  for  another? 

GARDNER:  Some  pharmacists  are 
opposed,  just  as  some  physicians  are. 
However,  I  think  the  pharmacists' 
concern  is  waning  as  the  program 
becomes  better  understood. 

RECORD:  What  is  the  process  for 
setting  a  maximum  allowable  cost  for 
a  drug? 

NOVICH:  The  process  starts  with  a 
survey  to  identify  the  price  differences 
of  a  drug — what  different  manufac- 
turers of  the  same  drug  charge.  When 
a  significant  price  difference  is  found, 
the  Food  and  Drug  Administration  is 
asked  whether  there  is  any  objection 
to  setting  a  MAC  because  of  quality 
differences. 

If  FDA  says  there  is  an  unresolved 
issue  of  quality  that  gives  them  some 
concern,  the  MAC  process  stops,  or  at 
least  is  delayed  until  FDA  is  satisfied 
that  there  is  no  industry-wide  quality 
problem.  If  FDA  says  there  is  no 
quality  or  equivalence  problem,  the 
process  continues  and  the  MAC 
board  proposes  an  upper  limit  for 
reimbursement  by  HEW.  That  pro- 
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"We  estimate  that,  if  the  MAC  program 
had  been  fully  in  effect  in  1975, 
about  $37  million  would  have 
been  saved  that  year." 


"I  think  it  is  important  to  understand 
that  MAC  limits  are  based  upon 
prices  which  exist  in  the 
market  place." 


posal  is  referred  to  the  board's  advis- 
ory committee,  which  reviews  all  of 
the  data  and  advises  whether  or  not  a 
MAC  is  justified  and,  second,  what 
the  appropriate  level  of  the  limit 
ought  to  be.  The  MAC  board  reviews 
the  recommendation  and  draws  up  a 
proposed  regulation  for  insertion  in 
the  Federal  Register.  An  opportunity 
for  hearing  is  offered  and,  afterwards, 
the  limit  is  set. 

RECORD:  How  long  does  that 
process  take? 

NOVICH:  Right  now,  it  can  take 
up  to  five  months  to  set  a  MAC  limit. 
Under  a  proposal  now  being  deve- 
loped that  time  could  be  reduced  from 
155  days  to  about  100  or  105  days. 

GARDNER:  Our  office  collects  the 
data  and  performs  the  economic 
analyses.  With  new  procedures  and 
data  modifications,  we  probably  will 
be  able  to  cut  another  month  off  the 
process. 

RECORD:  What  happens  if  the 
market  suddenly  drops  and  a  drug  is 
generally  available  at  a  price  below 
the  MAC? 

NOVITCH:  Once  a  MAC  is  in 
effect,  we  continually  review  the 
market  for  that  drug.  If  the  supply 
decreases  so  that  the  price  at  which 
the  drug  is  generally  available  is 
higher  than  the  MAC  was,  the  MAC 
is  increased.  This  is  achieved  by  the 
same  review  process  by  which  the 
MAC  is  set.  On  the  other  hand,  if  the 
price  drops  because  there  is  an 
excessive  supply,  then  the  MAC 
would  be  revised  downward.  The 
point  is  that  we  continually  monitor 
the  market  place  to  prevent  inequities. 


RECORD:  Why  was  HEW  sued  by 
physicians  and  industry? 

NOVITCH:  The  day  after  the 
MAC  regulations  were  published  in 
1975,  the  American  Medical  Associa- 
tion took  the  Secretary  of  HEW  to 
court  in  Chicago  charging,  among 
other  things,  that  the  regulations 
constituted  an  unauthorized  interfer- 
ence in  the  practice  of  medicine  and 
that  there  were  concerns  about  assur- 
ances of  drug  quality  from  the  Food 
and  Drug  Administration,  and  a 
number  of  other  issues  were  raised. 

The  AM  A  was  joined  in  the  suit  by 
the  Pharmaceutical  Manufacturers 
Association,  which  voiced  much 
stronger  concern  about  the  quality  of 
drugs  and  FDA  procedures.  And 
there  was  also  concern  by  AM  A  and 
PM  A  as  to  whether  the  Secretary  was 
authorized  to  publish  these  regula- 
tions. 

In  March  of  this  year  a  decision  was 
handed  down  upholding  the  depart- 
ment on  every  contested  point.  Both 
PMA  and  AMA  decided  not  to 
appeal  the  decision,  which  makes  it 
now  more  likely  that  we  can  work 
with  those  organizations,  which  are 
very  important  to  the  success  of  the 
program. 

But  this  is  not  the  extent  of 
litigation  over  MAC.  The  Secretary 
was  also  taken  to  court  by  the 
Congress  of  County  Medical  Soci- 
eties. Their  suit  was  tabled,  pending 
a  decision  on  the  AMA-PMA  suit. 
When  that  ruling  was  made,  the 
second  suit  was  reactivated  and  must 
be  decided  by  the  court. 

RECORD:  History  is  replete  with 
examples  of  members  of  an  industry 
being  appointed  to  regulate  them- 


selves. Have  you  avoided  this? 

NOVITCH:  Yes.  There  are  no 
representatives  of  the  drug  manufac- 
turing industry  or  wholesalers  or 
retailers  sitting  on  the  board  making 
final  decisions  on  MAC  limits.  Per- 
sons representing  the  different  disci- 
plines do  sit  on  a  separate  advisory 
committee  because  we  feel  that 
knowing  their  policy  and  technical 
concerns  will  help  us  make  sound 
judgments. 

There  are  15  members  of  the 
advisory  committee:  several  pharma- 
cists, physicians,  a  drug  wholesaler, 
consumer  representatives,  two  deans 
of  pharmacy  colleges  and  a  hospital 
administrator.  One  member  of  the 
committee  represents  drug  manufac- 
turers. 

RECORD:  But  if  you  have  practic- 
ing pharmacists  and  practicing  physi- 
cians, they  are  representing  their  own 
viewpoints,  so  you  really  have  what 
amounts  to  the  classic  case  of  an 
industry  regulating  itself. 

NOVITCH:  We  really  don't  feel  the 
membership  constitutes  an  industry 
lobby,  because  the  interests  of  some 
are  oftentimes  at  great  variance  with 
the  interests  of  others,  such  as  the 
manufacturers,  pharmacists,  and  con- 
sumers. 

The  members  are  selected  to  repre- 
sent a  very  broad  range  of  views,  and 
we  feel  their  input  is  extremely 
valuable  to  the  program.  And,  I  must 
repeat,  the  advisory  committee  is 
quite  separate  from  the  decision- 
making board. 

RECORD:  Who  serves  on  the 
board  which  establishes  a  MAC? 


"Some  States  have  systems  problems,  and  we 
are  trying  to  help  them.  But  with  other  States, 
the  time  has  come  when  the  regions  are  probably 
going  to  move  in  and  take  compliance  action  . . ." 


NOVITCH:  It  is  presently  chaired 
by  the  Assistant  Secretary  for  Health 
and  includes  members  from  FDA, 
Medicaid,  Medicare,  the  Public 
.Health  Service  and  the  Assistant 
Secretary  for  Planning  and  Evalua- 
tion. 

RECORD:  How  do  pharmacists 
who  dispense  the  drugs  feel  about 
MACs? 

GARDNER:  They  are  less  than 
happy  with  the  program  just  as  any 
group  is  when  it  is  confronted  with 
cost  constraints.  Their  biggest  con- 
cern is,  however,  whether  or  not  the 
dispensing  fee  portion  of  the  drug 
reimbursement  is  set  high  enough. 

HEW  has  maintained  that  the 
Secretary  has  the  authority  to  set 
upper  limits  on  what  it  will  pay,  but  it 
cannot  force  the  States  to  pay  more 
than  the  State  feels  is  reasonable. 

The  regulations  call  for  each  State 
to  conduct  periodic  surveys  of  phar- 
macy operating  costs  to  help  establish 
a  fair  fee,  but  it  does  not  require  the 
State  to  implement  that  fee  if  it  is 
higher  than  the  State  is  prepared  to 
pay.  The  pharmacists  sued  the  depart- 
ment to  clarify  that  point,  and  in  the 
course  of  litigation  they  decided  not 
to  press  it. 

SPIEGELBLATT:  I  think  it  should 
be  made  clear  that  the  opposition  to 
the  MAC  part  of  the  program  - 
the  setting  of  a  maximum  allowable 
cost  for  multiple-source  drugs — was 
largely  from  the  pharmaceutical 
manufacturers.  The  pharmacists  by 
and  large  have  no  particular  reason  to 
oppose  it. 

NOVITCH:  They  had  no  particular 


reason  to,  but  many  of  them  did. 

SPIEGELBLATT:  Many  of  them 
did  because  they  did  not  understand 
it.  But  when  they  really  thought  about 
it,  we  didn't  get  any  opposition  to  the 
MAC. 

RECORD:  You  mentioned  a  dis- 
pensing fee.  Is  this  a  separate  fee  or 
included  in  the  reimbursement  for  the 
drug? 

SPIEGELBLATT:  Under  the  regu- 
lations, payment  for  drugs  is  generally 
made  in  one  of  two  ways,  whichever  is 
lower:  (1)  the  usual  and  customary 
charge  to  the  general  public;  or  (2)  the 
cost  of  drug  ingredients  plus  a 
dispensing  fee.  The  State  estimates  the 
ingredient  cost  as  closely  as  possible 
to  what  the  acquisition  cost  is,  and  the 
dispensing  fee  covers  the  pharmacist's 
professional  services  and  his  over- 
head, such  as  rent,  plus  a  profit. 

Since  this  concept  was  introduced 
some  pharmacists  have  maintained 
that  they  were  being  clipped  at  both 
ends.  The  reason  is  that  on  a  low- 
priced  item  the  drug  cost  plus  dispens- 
ing fee  could  be  considerably  more 
than  the  pharmacist's  usual  charge  to 
the  general  public.  In  that  case,  the 
pharmacist  must  charge  the  program 
his  usual  and  customary  charge. 

On  the  other  hand,  for  the  high- 
priced  item,  where  the  pharmacist's 
method  of  pricing  might  be  his  cost 
plus  a  percentage  mark-up,  the 
ingredient  cost  plus  dispensing  fee 
could  be  less.  So  we  are  indeed  trying 
to  get  the  best  of  all  possible  things  for 
the  Government  program  when  we 
ask  for  the  lower  of  the  two  costs. 

A  good  many  States  were  operating 
on  this  basis  long  before  we  required 
it — 20,  I  believe. 


RECORD:  Why  were  some  of  the 
States  ahead  of  the  Federal  Govern- 
ment? 

SPIEGELBLATT:  Back  in  1968  we 
put  out  an  interim  regulation  requir- 
ing just  what  we  now  require. 

We  received  so  many  protests  from 
pharmacists'  organizations  that,  when 
the  final  regulation  was  published,  it 
was  changed  to  permit  States  to 
reimburse  pharmacists  by  whichever 
of  these  two  methods  they  chose.  But 
when  the  interim  regulation  was 
published  States  began  complying 
with  it  and  many  never  switched  back. 
As  the  years  went  by  more  switched  to 
it. 

The  big  chains  would  be  very  happy 
if  they  were  paid  purely  on  the  basis  of 
ingredient  cost  plus  a  dispensing  fee, 
because  they  offer  some  of  their  drugs 
at  low  prices  as  a  form  of  promotion. 
The  chains  say  they  set  the  prices  low 
assuming  the  transactions  would  be 
cash  and  carry.  They  did  not  antici- 
pate the  expense  of  billing  and  the 
expense  of  waiting  for  reimburse- 
ment. 

They  would  like  some  relief  from 
that,  and  I  suppose  there  probably  is 
some  justification  for  it.  On  the  other 
hand,  not  all  chain  stores  have  a  cash 
and  carry  policy — some  encourage 
credit  card  business  and,  although  the 
pharmacies  get  their  money  imme- 
diately, they  pay  a  percentage  to  the 
credit  card  company. 

RECORD:  What  kind  of  fees  are 
allowed? 

SPIEGELBLATT:  Fees  currently  run 
from  $1.75  in  Missouri  to  S3. 06  in 
California.  The  fee,  of  course,  should 
include  a  profit  factor.  The  States  15 


. .  An  important  waiver  in  the 
regulation  permits  the  physician  to 
stipulate  that  no  generic  drug 
may  be  substituted . . 


"There  are  no  representatives  of 
the  drug  manufacturers  industry  or 
wholesalers  or  retailers  sitting  on  the 
board  making  final  decisions  on  MACs." 


have  discretion  in  setting  the  fee,  and 
there  is  a  great  deal  of  unhappiness 
among  retail  pharmacists  over  it. 

A  State  can  establish  a  statewide 
dispensing  fee  or  it  can,  as  several 
have,  elect  a  variable  dispensing  fee 
based  on  actual  operational  costs  in 
the  pharmacy.  This  would  compen- 
sate the  small  pharmacy  located  in  a 
rural  area  at  a  higher  rate  than  a  large 
urban  pharmacy. 

RECORD:  Do  pharmacists  receive 
a  greater  dispensing  fee  for  com- 
pounded prescriptions? 

SPIEGELBLATT:  Each  State  has 
the  option  of  setting  a  different 
dispensing  fee  for  compounded  pre- 
scriptions and  some  do  reimburse 
differently  for  compounded  prescrip- 
tions. 

For  a  long  time  pharmacists  argued 
that  the  Federal  Government  should 
set  the  dispensing  fee  rather  than 
leaving  it  to  the  individual  State 
because  of  the  great  disparity.  I 
mentioned  that  Missouri's  fee  is  now 
$1.75  and  California's  is  $3.06. 

We  have  always  taken  the  position 
that  the  Secretary  simply  does  not 
have  the  authority  under  the  legisla- 
tion to  set  floors,  and  that  is  what  this 
would  be  doing. 

But  in  an  effort  to  ease  the  situation 
we  inserted  a  requirement  into  the 
regulation  that  States  must  conduct 
surveys  of  pharmacy  operational  costs 
to  use  in  setting  dispensing  fees. 

RECORD:  How  often  is  this  survey 
required?  Annually? 

SPIEGELBLATT:  The  regulation 
does  not  stipulate;  it  indicates  only 
that  it  must  be  regular.  In  our 
guidelines  we  have  asked  States  to 


conduct  surveys  as  quickly  and  as 
frequently  as  necessary.  It  is  not 
necessary  to  do  them  annually.  A 
State  might  accomplish  its  objective 
by  doing  one  survey  and  then  add  on 
whatever  factor  is  indicated  by  a  study 
of  the  Consumer  Price  Index. 

RECORD:  Once  the  survey  is 
completed,  what  is  the  State's  obliga- 
tion if,  for  instance,  it  determines  the 
cost  of  dispensing  is  higher  than  it  has 
been  paying? 

SPIEGELBLATT:  That  is  the 
kicker  in  the  regulation.  They  do  the 
survey  and  say:  okay,  here's  an  array 
of  operational  costs,  but  our  budget 
does  not  permit  us  to  go  any  higher 
than  the  75th  percent  of  those  costs, 
so  maybe  that's  a  reasonable  fee.  The 
point  is.  States  are  required  to  make 
surveys,  but  they  don't  have  to  be 
guided  by  the  results  of  the  surveys. 

GARDNER:  The  other  side  of  the 
surveys  is  that  they  give  the  pharma- 
cists and  the  States  some  idea  of  what 
it  actually  costs  to  dispense  prescrip- 
tions. This  is  the  first  time  this 
information  has  been  available.  Prior 
to  this  the  fees  were  determined  by 
hit-and-miss  estimations.  Now,  it 
seems,  the  surveys  should  make  it 
easier  for  both  the  States  and  for  the 
pharmacists  to  arrive  at  an  equitable 
fee. 

RECORD:  Are  there  any  special 
problems  in  monitoring  this  pro- 
gram? 

SPIEGELBLATT:  No,  not  really. 
Monitoring  the  drug  program  is  no 
different  from  a  host  of  other  things 
that  we  have  to  monitor. 

Our  Division  of  Monitoring  and 


our  regional  offices  have  been  work- 
ing closely  with  the  States  because 
they  need  a  considerable  amount  of 
help  with  implementing  the  program. 
We  are  doing  two  things — working 
with  them  and  monitoring.  At  this 
point  the  States,  by  and  large,  have 
moved  along  pretty  well.  We  are  fairly 
pleased  with  their  progress. 

Some  States  have  systems  prob- 
lems, and  we  are  trying  to  help  them. 
But  with  other  States,  the  time  has 
come  when  the  regions  are  probably 
going  to  move  in  and  take  compliance 
action  against  them  if  they  do  not 
progress. 

Some  States  had  problems  with 
intra-state  laws  which  temporarily 
prevented  them  from  moving  on  the 
MAC  program.  Those  are  pretty 
much  in  the  past  now  and  there  is 
really  very  little  excuse  for  a  State  not 
to  move  on. 

RECORD:  Some  are  saying  MACs 
will  kill  research  because  they  drain 
the  profits  drug  manufacturers  use  to 
finance  research. 

NOVITCH:  Research  shouldn't 
suffer  because  the  savings,  while 
significant  in  terms  of  HEW  drug 
expenditures,  aren't  large  in  terms  of 
industry  revenues.  We  think  there  is 
plenty  of  room  for  price  competition 
and  so  do  many  drug  firms. 

GARDNER:  I  think  it  is  important 
to  understand  that  MAC  limits  are 
based  upon  prices  which  exist  in  the 
marketplace.  Just  look  at  Squibb, 
Parke-Davis,  Smith-Kline,  Lederle 
and  the  other  major  drug  manufactur- 
ers who  have  very  extensive  research 
programs.  They  are  competing  in  the 
marketplace  with  prices  significantly 
below  the  innovators  of  the  products. 


"We  plan  to  publish  a  price  guide  for  physicians 
and  pharmacists  which  will  also  be  available  to  the 
general  public.  It  will  show  the  relative  cost  of 
drugs  having  the  same  therapeutic  properties." 


At  the  present  time  HEW  pays  for 
about  nine  percent  of  the  drugs  sold 
to  outpatients  and  around  25  to  27 
percent  of  drugs  for  inpatients.  This  is 
not  a  significant  impact  on  the 
market. 

RECORD:  Are  physicians  opposed 
to  MACs  because  they  fear  generic 
drugs  are  not  equal  in  quality  to 
brand-name  drugs? 

NOVITCH:  That  view  has  been 
expressed,  but  it's  hard  to  say  how 
prevalent  it  is.  In  any  event,  an 
important  waiver  in  the  regulation 
permits  the  physician  to  stipulate  that 
no  generic  drug  may  be  substituted 
for  the  drug  he  prescribes.  If  a 
physician  indicates  in  writing  that  a 
drug  which  is  priced  higher  than  the 
MAC  is  necessary  for  his  patient,  then 
as  far  as  the  Federal  Government  is 
concerned,  reimbursement  can  be 
made  for  the  full  amount  of  that 
brand-name  drug. 

RECORD:  Does  the  physician 
have  to  say  why  his  patient  needs  the 
higher-priced  drug? 

NOVITCH:  No,  only  that  it  is 
medically  necessary.  Then,  as  far  as 
the  Federal  Government  is  concerned, 
full  reimbursement  is  permitted. 

RECORD:  Just  how  qualified  are 
physicians  to  say  a  generic  drug  is  not 
the  equivalent  of  a  certain  brand 
—how  many  courses  in  pharmacology 
do  they  take  in  medical  school? 

NOVITCH:  When  I  was  in  medical 
school,  there  was  generally  one  basic 
course  in  pharmacology  in  the  second 
year.  There  were  no  other  formal 


courses,  but  from  the  third  year  on, 
practically  every  clincial  discipline 
involved  practical  teaching  in  drug 
use. 

In  the  late  1960s,  a  strong  recom- 
mendation of  the  HEW  Task  Force  on 
Prescription  Drugs  was  that  a  course 
in  clinically-oriented  pharmacology 
be  offered  to  medical  students. 

There  is  a  tendency  now  for  more 
and  more  medical  colleges  to  offer 
courses  in  clinical  pharmacology  - 
elective  if  not  mandatory. 

There  is  better  training  today  than  a 
decade  ago,  and  it  is  bound  to  pay  off 
in  more  rational  prescribing. 

RECORD:  Are  medical  students 
taught  the  generic  equivalent  of 
brand-name  drugs  or  vice  versa? 

NOVITCH:  Drugs  have  always 
been  described  by  generic  name, 
especially  in  the  basic  pharmacology 
courses.  When  medical  students  get  to 
the  wards,  however,  they  begin  to  pick 
up  brand-names,  and  the  tendency 
toward  brand  name  prescribing  con- 
tinues through  medical  college,  in- 
ternship and  residency.  There's  evi- 
dence of  change,  though. 

A  large  chain  of  drug  stores  took  a 
survey  of  physicians  recently,  asking 
their  thinking  about  generic  drugs.  A 
surprisingly  large  number  of  them 
said  that  they  prescribe  generic  drugs 
sometimes  or  frequently.  And  the 
latest  statistics  show  that,  even  though 
the  overall  number  of  new  prescrip- 
tions is  down,  the  number  of  generic 
prescriptions  is  up'. 

During  the  last  decade  the  percen- 
tage of  generic  prescriptions  has 
almost  doubled  from  a  little  over  6 
percent  in  1966  to  over  11  percent  in 
1976. 


RECORD:  Do  you  plan  to  help 
educate  physicians  about  drug  equiv- 
alencies other  than  by  establishing 
MACs? 

NOVITCH:  One  of  the  important 
ways  is  that  we  plan  to  publish  a  price 
guide  for  physicians  and  pharmacists, 
which  will  also  be  available  to  the 
general  public. 

It  will  show  the  relative  cost  of 
drugs  having  the  same  therapeutic 
properties. 

This  will  allow  the  prescriber  to  ask 
him  or  herself  if  the  more  expensive 
drug  has  a  commensurate  increased 
benefit  to  the  patient.  And  many 
times  he  or  she  may  be  surprised  by 
the  difference  in  cost  and  conclude 
that  there  is  not  enough  therapeutic 
difference  to  prescribe  the  higher- 
priced  drug. 

This  guide  fills  what  we  think  has 
been  a  pretty  significant  gap  in 
information  for  prescribers. 


RECORD:  Will  the  guide  give 
enough  detail  so  that  the  physician 
can  make  a  judgment? 

NOVITCH:  This  book  will  show 
the  brand  name  and  the  generic  name, 
and  it  will  list  the  ingredients. 

RECORD:  Is  that  enough? 

NOVITCH:  It  will  not  tell  every- 
thing about  the  drug.  It  will  assume 
that  the  physician  is  familiar  with  the 
drug  and  not  familiar  with  the  price. 
It  will  give  him  enough  information  to 
identify  the  drug  and  its  components, 
and  it  assumes  that  he  either  is  or  can 
be  familiar  with  the  drug  from  other 
sources.  ■ 
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Six  tonsillectomies  for 
one  patient? 

Six  tonsillectomies  allegedly  per- 
formed on  one  patient  in  a  year  is 
among  500  cases  HEW  Secretary 
Joseph  A.  Califano  singled  out  as  the 
most  flagrant  examples  of  fraud  and 
abuse  by  physicans  and  pharmacists 
treating  Medicaid  patients. 

These  cases  were  discovered  by  an 
investigation  called  Project  Integrity, 
launched  by  HEW's  new  Office  of  the 
Inspector  General,  working  in  cooper- 
ation with  the  Health  Care  Financing 
Administration. 

While  saying  that  most  Medicaid 
transactions  by  physicians  and  phar- 
macists are  valid  and  proper,  Mr. 
Califano  pointed  to  estimates  of  fraud 
and  abuse  costs  which  range  between 
$800  and  $900  million  annually.  The 
goal  of  Project  Integrity  is  initially  to 
identify  the  most  flagrant  abuses  by 
physicians  and  pharmacists  for  fur- 
ther investigation  and,  where  war- 
ranted, prosecution  under  State  laws. 
All  States  contacted  to  date  about 
participating  in  the  new  program  have 
pledged  cooperation. 

Names  of  those  being  scrutinized 
will  not  be  released  until  a  full 
investigation  is  completed. 

This  project,  according  to  Mr. 
Califano,  is  part  of  a  comprehensive 
attack  on  fraud  and  abuse  in  fed- 
erally-financed health  services  that  is 
just  beginning  to  gear  up. 


William  Fullerton  named 
Deputy  Administrator. 

William  D.  Fullerton  has  been 
named  deputy  administrator  of  the 
Health  Care  Financing  Administra- 
tion by  Administrator  Robert  A. 
Derzon.  Since  January,  Mr.  Fullerton 
had  been  a  special  consultant  to  HEW 
Secretary  Joseph  A.  Califano,  Jr.,  on 
the  development  of  cost  containment 
initiatives  and  national  health  insur- 
ance. 

Prior  to  that,  he  was  the  Washing- 
ton representative  of  the  American 
Association  of  Foundations  for  Medi- 
cal Care  and  the  American  Associa- 
tion of  Professional  Standards  Re- 
view Organizations. 

He  is  experienced  in  the  legislative 
aspects  of  social  and  health  services, 
having  served  as  staff  member  and 
staff  director  for  health  matters  with 
the  House  Ways  and  Means  Commit- 
tee and  as  specialist  in  social  legisla- 
tion at  the  Library  of  Congress. 

Mr.  Fullerton  was  appointed  the 
first  executive  secretary  of  the  Health 
Insurance  Benefits  Advisory  Council, 
after  a  distinguished  career  with  the 
Social  Security  Administration.  He  is 
a  graduate  of  the  University  of  Ro- 
chester. 


RN  midwifery  approved 
in  Massachusetts. 


Registered  nurses  may  now  practice 
midwifery  in  Massachusetts  under  a 
new  law  signed  by  the  governor. 


The  law  requires  that  the  nurse  be  a 
member  of  a  health  care  team  includ- 
ing a  licensed  physician  and  that 
delivery  take  place  in  a  facility 
licensed  for  maternity  and  newborn 
services.  « 


Medicaid  physicians'  fees 
limited  to  6  percent  rise. 

Medicare  will  recognize  an  increase 
in  physicians'  fees  of  only  about  six 
percent  for  the  12-month  period 
beginning  July  1,  according  to  Robert 
A.  Derzon,  administrator  of  the 
Health  Care  Financing  Administra- 
tion. While  physicians  are  free  to 
establish  their  own  fees,  they  will  only 
be  reimbursed  for  six  percent  more 
than  they  were  allowed  during  the  last 
12-month  period. 

If  Medicare  reimbursements  were 
not  tied  to  the  national  economic 
index,  but  allowed  to  rise  as  physi- 
cians increased  their  fees,  it  is  esti- 
mated that  the  increase  would  cost  an 
additional  $205  million  for  the  next 
12-month  period.  The  total  cost  of 
medical  insurance  (part  B  of  Medi- 
care) for  that  period  is  expected  to  be 
about  $6.9  billion  compared  with  $5.5 
billion  for  the  previous  period. 

Medicare  establishes  an  upper  limit 
for  each  service  performed  by  a 
physician  and  pays  80  percent  of  that 
charge  after  the  patient  pays  an  an- 
nual deductable  of  $60. 

Because  physicians  fees  vary  from 
one  area  of  the  country  to  another, 


Medicare  has  established  separate  re- 
imbursement levels  for  about  280 
areas.  The  levels  were  initially  based 
on  the  prevailing  fees  in  each  area. 

Vermont  providers  protest 
Medicaid  payment  ceilings. 

Vermont  is  withholding  its  pro- 
posed ceilings  on  Medicaid  payments 
pending  further  study,  according  to 
Medical  Services  Director  Elmo  Sas- 
sorossi. 

Both  non-profit  and  for-profit 
home  health  agencies  have  voiced 
strong  opposition  to  the  ceilings, 
which  include  $22  per  visit  for  skilled 
nursing  care,  $10  per  visit  for  home 
health  aide  services  and  $25  for 
therapy. 

The  ceilings  were  not  conceived 
arbitrarily,  but  were  based  upon 
previous  charges,  according  to  Mr. 
Sassorossi.  Spokesmen  for  the  home 
health  agencies  complained  that, 
under  the  proposed  limits,  they  could 
not  pay  adequate  wages,  afford  the 
costs  of  traveling  to  patients'  homes 
or  give  free  care  in  certain  hardship 
cases. 


will  begin  to  audit  each  of  its  120 
nursing  homes  every  two  years. 

Recent  audits  have  provided  much 
of  the  information  leading  to  several 
indictments  of  nursing  home  opera- 
tors, according  to  the  State  Depart- 
ment of  Social  and  Rehabilitative 
Services.  As  a  result  of  this  increased 
vigilance,  nursing  homes'  claims  for 
payment  are  "coming  in  in  better 
fashion." 

Illinois  bars  10  Medicaid 
health  care  providers. 

Ten  health  care  providers  have  been 
barred  from  the  Illinois  Medicaid 
program,  according  to  Public  Aid 
Director  Arthur  F.  Quern. 

The  providers,  who  were  cited  for 
various  fraud  and  abuse  activities 
involving  some  $244,551,  include  five 
pharmacies,  two  eye-care  providers, 
two  dentists  and  one  podiatrist. 

This  brings  to  78  the  number  of 
health  care  providers  barred  from 
participation  in  the  State's  Medicaid 
program  during  the  past  18  months. 


Medicaid  hospitalizations 
undergo  PSRO  review. 

Hospital  admissions  under  Medi- 
caid in  North  Dakota  must  be 
reviewed  by  the  Professional  Stand- 
ards Review  Organization  before 
payment  is  made,  according  to  Rich- 
ard Myatt,  director  of  Medical  Ser- 
vices for  the  State. 

The  PSRO,  which  is  composed  of 
physicians,  will  review  the  effective- 
ness of  care  and  length  of  hospital 
stays  of  Medicaid  patients.  Only  those 
services  certified  medically  necessary 
by  the  organization  will  be  paid.  The 
PSRO  also  reviews  the  health  care  of 
patients  under  Medicare  and  Mater- 
nal and  Child  Health  Programs. 

Nursing  home  audits  to  be 
increased  in  R.I. 

In  an  effort  to  further  curb  Medi- 
caid fraud  and  abuse,  Rhode  Island 


Robert  Sturges,  deputy  attorney 
general  of  New  Jersey,  has  been 
confirmed  as  head  of  the  Medicaid 
Investigative  Unit  in  the  State's 
Division  of  Criminal  Justice. 

Dr.  Claire  F.  Ryder  has  been 
elected  president  of  the  Council  on 
Medical  Administration,  an  organiza- 
tion of  medical  and  health  care 
administrators  from  national  organi- 
zations and  institutions  from  both  the 
U.S.  and  Canada. 

Dr.  Myrtle  Kitchell  Aydelotte  has 
been  appointed  executive  director  of 
the  American  Nurses'  Association. 
Dr.  Aydelotte  formerly  was  director 
of  nursing  at  the  University  of  Iowa 
Hospitals  and  Clinics  and  a  professor 
in  the  College  of  Nursing. 


Letters  to  the  Editor 


To  the  Editor: 

I  found  the  May  issue  of  the  Record 
extremely  interesting,  particularly 
your  article  on  "Zero  Base  Budget- 
ing." If  a  copy  of  the  study  referred  to 
in  another  article,  "Can  Education 
Make  People  Healthier,"  is  available, 
I  would  appreciate  receiving  one. 

Robert  N.  Lawrence 
Deputy  Director 
Planning  Council 
Norfolk,  Virginia 


To  the  Editor: 

I  think  the  new  direction  of  the 
Record  will  be  very  helpful. 

Hannah  F.  Flack 
Sacramento,  CA 

To  the  Editor: 

I  have  just  completed  reading  the 
article  entitled  "Zero-Base  Budgeting" 
in  the  May  1977  issue  of  the  Record. 
This  article  by  Victor  Kugajevsky  is 
outstanding  and  we  would  appreciate 
permission  to  reprint  it  in  Cities  and 
Villages  magazine,  the  official  publi- 
cation of  the  Ohio  Municipal  League 
which  is  read  by  more  than  10.000 
Ohio  officials. 

William  H.  Edwards 
Managing  Editor 
Cities  and  Villages  magazine 
Columbus,  Ohio 


What  Makes  Johnny  Run? 


Running  away  is  now  a  common 
phenomenon  in  the  United  States. 
Each  year  about  500,000  runaways 
are  reported.  And  when  the  estimate 
of  unreported  runaways  is  added  to 
that  number  it  doubles. 

Because  of  the  magnitude  of  this 
problem,  the  Department  of  Health, 
Education,  and  Welfare  sponsored  a 
study  to  determine  the  characteristics 
of  runaways. 

The  two-year  study  is  based  on 
interviews  with  215  youths  on  the  run. 
It  shows  that,  while  runaways  are  not 
restricted  to  any  race,  sex,  socioeco- 
nomic background,  religion,  or  geo- 
graphical area,  they  can  be  divided 
into  two  main  groups  by  their  motives 
for  running  away:  parent-centered 
motives  and  child-centered  motives. 

Parent-centered  motives 

Parent-centered  runaways  are  those 
who  explain  leaving  home  in  terms  of 
something  the  parent  or  parent- 
surrogate  did.  Under  parent-centered 
motives  there  are  three  groups  of 
runaways:  victims,  exiles  and  rebels. 

Victims  are  those  runaways  who 
feel  they  are  fleeing  for  their  lives 
from  physical  abuse  and  assault  by 
parents  or  step-parents.  These  youths 
feel  that  their  parents  are  their 
enemies   and   returning   home  will 


by  Kaaren  Gaines 

endanger  their  lives.  They  feel  helpless 
and  undefended,  yet  dependent  upon 
their  parents.  While  at  home  the 
victim  runaways  refer  to  their  parents 
as  a  source  of  support  and  security, 
but  once  the  underpinnings  of  that 
support  are  torn  away  they  confront 
the  world  as  helpless  vagabonds. 

A  runaway  who  acknowledges 
dependence  upon  his  family  and 
explains  leaving  home  in  terms  of 
parental  rejection  is  termed  an  exile. 
Such  runaways  report  that  they  left 
home  because  they  were  no  longer 
wanted,  banished  in  a  sense  by  rejec- 
tion. 

The  third  group  of  parent-centered 
runaways  are  rebels,  who  describe 
their  motives  for  running  away  in 
terms  of  serious  and  long-standing 
authority  struggles  with  their  parents. 


Kaaren  W.  Gaines  is  a  social 
science  technician  in  the  Division  of 
Monitoring,  Research  and  Evaluation 
of  the  Public  Services  Administration. 
She  also  works  as  a  volunteer  counse- 
lor at  the  Special  Approaches  in 
Juvenile  Assistance  Runaway  House 
in  Washington.  Tins  article  is  based 
on  the  study,  Runaway  Youth:  Illegal 
Aliens  in  Their  Own  Land:  Implica- 
tions for  Service. 


They  hope  their  running  away  will 
help  them  win  this  struggle.  They 
want  to  live  at  home,  but  by  their  own 
rules. 

Child-centered  motives 

Child-centered  runaways  see  them- 
selves as  the  source  of  the  action. 
They  leave  home  because  they  seize 
the  initiative.  The  study  divides  this 
group  of  runaways  into  fugitives, 
refugees,  and  immigrants. 

The  fugitive  is  running  from  the 
consequences  of  his  own  behavior. 
Fugitives  leave  home  because  they  feel 
they  must  in  order  to  escape  some 
form  of  retribution  or  disgrace. 
Fugitive  children  are  afraid  to  face 
their  parents,  the  school,  or  the  social 
control  agents  of  their  community. 
They  run  away  to  avoid  further 
trouble  but  may  maintain  contact 
with  their  homes,  communicating 
periodically  with  someone  there.  They 
may  also  receive  some  support  from 
parents  or  siblings  while  away  from 
home. 

The  refugees  are  without  families. 
They  run  away  from  foster  homes  and 
institutions.  Refugees  feel  they  belong 
to  no  one.  Like  the  fugitives,  they  are 
running  from  an  unpalatable  situation 
of  social  control.  But,  unlike  the 
fugitives,  they  are  not  fleeing  the 


consequences  of  their  own  behavior. 

Independent  runaways  who  have 
taken  matters  in  their  own  hands  and 
have  resolved  unpleasant  home  or 
community  situations  by  choosing 
complete  freedom  are  called  immi- 
grants. They  have  terminated  parental 
dependency  to  be  on  their  own.  They 
run  away  to  find  adventure,  freedom 
and  independence  rather  than  merely 
to  escape  parental  or  social  hassles  or 
authority. 

Case  histories 

The  categories  in  which  this  study 
places  the  runaways  may  be  best 
understood  by  case  histories.  Six 
abbreviated  cases  follow: 

The  victim.  Fifteen-year-old  Me- 
lissa was  on  the  road  for  six  months 
after  she  ran  away  from  her  home  in 
Seattle.  She  was  heading  for  San 
Francisco  where  her  sister  lived,  but 
on  the  second  night  of  her  trip  she  was 
raped.  And  before  reaching  her 
sister's  home  she  was  molested  several 
times.  At  her  sister's  home  conditions 
weren't  much  better.  Constant  argu- 
ments with  her  sister  soon  convinced 
Melissa  that  she  would  fare  just  as 
well  on  the  street. 

Melissa  had  been  raped  by  her 
father  when  she  was  14.  A  few  days 
before  she  left  home,  her  father  beat 
her  after  she  came  home  late  one 
night.  She  said  he  ripped  off  her 
clothes,  tried  to  find  evidence  that  she 
had  had  sexual  relations  recently  and 
accused  her  of  being  a  slut  and  a 
whore. 

The  exile.  At  16,  Kelli  was  thrown 
out  of  the  house  by  her  mother  who 
could  not  cope  with  her  behavior. 
Kelli  lived  temporarily  with  her 
father,  an  alcoholic,  but  found  caring 
for  him  too  great  a  burden.  She  struck 
out  on  her  own.  When  all  her  money 
was  gone,  she  tried  several  times, 
unsuccessfully,  to  return  to  the  homes 
of  her  father  and  grandparents. 

Kelli's  principle  source  of  income 
was  from  the  sale  of  illegal  drugs  in 
the  neighborhood  and  at  school. 
According  to  the  study,  delinquent 
behavior  is  a  pattern  for  this  type  of 
runaway. 

The  rebel.  Bobby  was  inundated 
with  hassles  at  home:  drunken  fights 
between  his  parents,  arguments  over 


his  right  to  do  what  he  wanted  and 
humiliating  scenes  in  front  of  his 
friends. 

Bobby  left  home.  His  chief  means 
of  survival  was  panhandling.  Al- 
though he  worked  in  a  store  run  by  a 
commune  in  exchange  for  food  and 
shelter,  he  made  ends  meet  by  dealing 
in  drugs.  Many  runaways  of  this  type 
find  their  greatest  hassles  with 
hustlers,  older  men  and  other  runa- 
ways. 

The  fugitive.  Angela's  mother  was  a 
well-known  radical  political  activist. 
While  hitchhiking  home  from  school, 
Angela  was  stopped  by  police  who 
asked  to  search  her  purse,  but  she 
refused.  She  was  accused  of  carrying  a 
pistol,  but  was  released. 

When  Angela  arrived  home,  her 
mother  said  the  police  were  on  their 
way  to  their  home  to  talk  with  her. 
Fearing  Angela's  arrest,  they  agreed  it 
would  be  best  for  her  to  leave  home 
for  a  while. 

The  refugee.  Mike  and  his  younger 
brother  ran  away  from  a  home 
sponsored  by  a  religious  group  be- 
cause they  frequently  suffered  cor- 
poral punishment.  They  first  went 
home,  but  took  to  the  road  when  their 
parents  said  they  would  be  sent  back 
to  the  home. 

The  boys'  parents,  fundamentalists 
in  their  religious  beliefs,  were  very 
strict  with  their  children.  Because  the 
parents  did  not  demonstrate  feelings 
of  affection  and  approval,  the  boys 
were  not  aware  their  parents  cared  for 
them;  they  only  knew  that  the  rules 
were  many  and  the  pleasures  few. 

Rebellion  against  restrictions  is  also 
a  motive  of  most  refugees  who  run 
away  from  an  institution  or  a  foster 
home. 

The  immigrant.  David  said  he  left 
home  more  because  of  his  desire  to 
pursue  a  career  than  because  of 
problems  with  his  parents.  Although 
arguments  with  his  parents  were 
commonplace,  the  real  issue  was  that 
he  felt  he  could  not  develop  his  skills 
as  a  musician  or  make  the  contacts 
necessary  for  getting  into  a  rock 
group  as  long  as  he  lived  at  home.  As 
soon  as  David  had  saved  $300,  he  left 
for  California.  Immigrants  distinguish 
themselves  from  all  other  runaways 
by  planning  their  flight  in  advance. 


Runaway  youth  legislation 

Unfortunately,  discrepancies  exist 
between  the  intent  of  the  two  major 
pieces  of  Federal  legislation  that 
affect  runaways  (the  Runaway  Youth 
Act  and  Title  XX  of  the  Social 
Security  Act)  and  the  actual  experi- 
ences of  runaways  and  the  authorities 
who  deal  with  them.  For  example,  the 
Runaway  Youth  Act  says,  "The 
problem  of  locating,  detaining,  and 
returning  runaway  children  should 
not  be  the  responsibility  of  already 
overburdened  police  departments  and 
juvenile  justice  authorities."  Yet, it  is 
the  police  who,  directly  or  indirectly, 
locate,  detain,  and  return  most  of  the 
500,000  runaway  youths  who  are 
reported  each  year. 

When  runaways  are  returned  to 
their  families,  the  problems  that 
caused  them  to  leave  are  usually  still 
unresolved.  Those  who  manage  to 
elude  the  police  usually  end  up  on  the 
street,  engaged  in  illegal  activities 
such  as  prostitution,  drugs  sales  and 
panhandling.  Often  the  youths  are 
without  food,  shelter  or  money;  it  is 
virtually  impossible  for  them  to  get 
jobs. 

Under  Title  XX,  runaways  can 
receive  help,  such  as  shelter,  food, 
clothing,  only  through  the  public 
welfare  system.  The  problem  is  that 
they  do  not  turn  to  public  agencies  for 
help  for  fear  of  being  turned  over  to 
law  enforcement  agencies. 

For  these  and  other  reasons,  the 
study  describes  runaways  as  "illegal 
aliens  in  their  own  land  .  .  .  persons 
without  papers,  without  credentials, 
rights  or  support."  One  conclusion  of 
the  study  is  that  "a  variety  of  .  .  .  ser- 
vices are  needed  similar  to  those 
developed  in  other  countries  where 
hostels  and  wayside  services  exist  to 
reduce  the  hazards  of  travel  and 
survival  for  youngsters  away  from 
home.  Such  a  variety  of  legitimate, 
alternative  services  could  be  provided 
if  the  runaway  status  were  decriminal- 
ized." 

Attitudes  toward  social  services 

Judging  from  the  215  runaways 
surveyed  in  this  study,  their  attitude 
toward  both  public  and  private  social 
services  is  negative.  They  do  not  trust 
the  staff  of  these  agencies  because 


they  view  them  as  members  of  a 
bureaucratic  power  structure  who  are 
insensitive  and  uncommitted  to  the 
needs  of  runaways.  Only  14  percent  of 
the  runaways  interviewed  felt  that  any 
type  of  a  formal  social  agency  would 
be  either  "helpful  or  appealing"  to 
them. 

In  many  private  agencies,  including 
some  of  the  residential  programs,  run- 
away houses  and  "crash  pads,"  the 
primary  focus  of  counselors,  social 
workers  and  other  staff  members  is  to 
show  the  runaways  where  they  made 
mistakes  and  to  convince  them  to 
return  home. 

With  agencies  in  the  public  sector, 
runaways  begin  with  one  strike 
against  them.  They  are  already  la- 
beled juvenile  delinquents  simply 
because  they  have  run  away.  This 
delinquent  status  limits  their  access  to 
many  community  services,  such  as 
legal  aid  and  medical  treatment. 

More  than  half  of  the  runaways 
surveyed  (55  percent)  did  not  list  any 
agency  as  being  helpful  or  appealing. 
However,  nearly  one-third  listed  free 
clinics,  crash  pads  or  counter-culture 
agencies  as  helpful.  Only  eight  percent 
listed  public  agencies  as  being  helpful; 
three  percent  identified  private  agen- 
cies as  helpful;  and  three  percent  saw 
law  enforcement  agencies  as  helpful. 

Some  necessary  changes 

Two  important  conclusions  from 
the  study  about  services  for  runaways 
provided  by  the  public  sector  are: 

•  Agencies  responsible  for  meeting 
the  social  service  needs  of  runaways 
must  develop  a  wider  information 
network  if  their  services  are  to  be 
used. 

•  Those  who  say  that  youths  are 
enticed  to  run  away  because  of  the 
substantial  resources  that  society 
makes  available  to  them  are  in  error, 
since  few  runaways  know  about  and 
use  these  resources. 

Traditional  social  services  and 
current  statutes  have  proven  inade- 
quate in  meeting  the  needs  of  runaway 
youth.  Regardless  of  whether  running 
away  is  an  act  of  rebellion  or 
desperation,  steps  must  be  taken  to 
make  social  services  and  the  law  of  the 
land  more  effective  and  more  hu- 
mane. ■ 


HOW  TO 

Do  a  Better  Job  of  Managing 
the  AFDC  Program 

The  Assistance  Payments  Administration  of  HEW's 
Office  of  Human  Development  is  acting  as  a  clearing  house 
for  reporting  on  ways  in  which  States  have  moved  to 
improve  management  of  their  Aid  to  Families  with 
Dependent  Children  (AFDC)  programs.  A  number  of  these 
"How  They  Do  It"  reports  are  available  without  charge. 


"How  They  Do  It"  publications  include: 

Managing  the  Intake  Process  in  Income 
Maintenance — Minnesota,  Washington. 

Photo  I.D.s— New  York. 

Supervisory  Review  of  Case  Actions — New 
Mexico. 

Work  Measurements  and  Workload  Standards 
as  Management  Tools  for  Public  Welfare — 
Michigan. 

Child  Support  Payments  Control — 
Massachusetts  and  Washington  Bank 

Distribution  (of  Assistance  checks) — 
Pennsylvania  and  Nassau  County. 

State  Monitoring  of  Local  Office  Performance- 
Maine,  Washington. 

Managing  a  State  Income  Maintenance  Staff 
Training  Program — Florida,  Texas. 

Fraud  Control — California,  New  York. 

Wage  Record  Clearance  Systems — Colorado, 
Oklahoma. 

Recipient  Response  Forms  Utilized  in  AFDC — 
Selected  States. 

Improving  AFDC  Operations  Through  Manage- 
ment Controls  and  Use  of  Error  Profiles — 
West  Virginia. 


For  copies,  write: 

Assistance  Payments  Administration 
State  Systems  Management  Division 
Office  of  Human  Development 
330  C  Street,  SW  Room  1232-B 
Washington,  D.C.  20201 


r  Publications 


Please  address  all  inquiries ,  and 
Requests  for  publications  and  films  to 
the  addresses  in  the  listings.  Items  for 
review  should  be  sent  to  Wilma  Chinn 
in  care  of  The  Record. 


Primary  Care  by  Nurses:  Sphere  of  Re- 
sponsibility     and  Accountability. 

American  Nurses  Foundation,  Inc. 
2420  Pershing  Road,  Kansas  City, 
MO.  64108 

Primary  health 
care  and  nurses' 
roles  are  in- 
creasingly im- 
portant in  the 
health  care  sys- 
tem of  the  U.S.  j~ 
Some  of  the  © 
many  questions 
about  who  is  to 

be  served,  who  is  to  do  the  serving, 
what  the  service  is  to  be,  and  how  it  is 
to  be  paid  for  are  addressed  in  this  col- 
lection of  papers  presented  at  the 
annual  meeting  of  the  American  Acad- 
emy of  Nursing. 
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Social  Work  Research  in  the  Human 

Services.  Henry  Wechser,  Helen  Rein- 
herz,  and  Donald  Dobbin.  Human 
Sciences  Press,  72  Fifth  Avenue,  New 
York.  NY  10010.  $16.96  cloth,  $8.95 
paper. 

Designed  as  instructional  material, 
this  book  is  composed  of  five  sections 
which  summarize  the  basic  principles 
of  problem  formulation,  research 
design  and  sample  selections,  data 
gathering,  evaluative  research,  and 
analysis  and  interpretation. 

Represented  is  a  wide  range  of 
research  design  from  exploratory 
research  to  traditional  experimental 
research.  Subjects  include  research  in 
social  work  practice  issues,  as  well  as 
in  problem  areas  of  drug  abuse, 
geriatrics,  child  welfare,  social  stratifi- 
cation and  social  policy.  The  format 
of  each  section  consists  of  statements 
of  principles  of  the  research  process, 


selected  reports  of  studies,  and  discus- 
sions of  how  the  studies  illustrate  the 
principles. 


Catalogue  of  Publications  1977-78. 

Council  on  Social  Work  Education. 
345  East  46th  Street,  New  York  1001 7. 
Current    pub-  catalogue 


PUBLICATIONS 


7fi 

aK   H  HI 

lications  of  the 
Council  on  So- 
cial Work  Edu- 
cation are  listed 
in  this  cata- 
logue. It  is  ar- 
ranged by  sub- 
ject matter  and 
includes  a  cross- 
referenced  author  and  title  index.  An 
order  form  is  included. 


Educational  Media  Catalogs,  1977- 
1978.  Crystal  Productions,  Box 
1 1480.  Aspen,  CO  81611. 

This  catalogue  lists  8mm  film  loops, 
35mm  sound-slide  programs  and 
sound  filmstrips,  and  a  series  of  new 
16mm  films  encompassing  Arts  and 
Crafts,  Biology  and  Environmental 
Studies.  Social  Studies.  Physical 
Education  and  Sports. 

Transracial  Adoption.  Rita  James 
Simon  and  Howard  Altstein.  John 
Wiley  &  Sons  Inc.,  605  Third  Ave- 
nue, New  York,  NY  10016.  $14.95. 

Are  children's  futures  being  sacri- 
ficed to  racial  pride? 

The  past  two  decades  have  seen  two 
major  shifts  in  attitudes  toward  white 
parents'  adoption  of  nonwhite  chil- 
dren. 

Departing  from  the  traditional 
matching  concept,  the  late  1960's  and 
early  1970s  encouraged  the  adoption 
of  black  and  American  Indian  chil- 
dren by  white  parents  as  an  alterna- 
tive to  long-term  institutionalization 
or  foster  care.  However,  increasingly 
self-aware  black  and  native  Ameri- 
can groups  have,  within  three  years, 
virtually  halted  interracial  adoptions 
calling  them  "cultural  genocide." 


Citing  an  in-depth  study  of  204 
transracial  adoptive  families,  the 
book  suggests  that  some  of  the  fears 
may  have  been  exaggerated.  The 
interviews  and  experiments  with  all 
the  family  members  point  to  a 
remarkable  balanced,  "color  blind" 
adjustment. 

The  authors  believe  that  these 
children  who  are  growing  up  with  sib- 
lings of  another  race  could  point  the 
way  to  a  better  integrated,  more 
racially  accepting  society  which  ac- 
knowledges roots  but  treats  people  as 
individuals.  Nevertheless,  recognizing 
that  minority  groups'  current  self- 
definitions  largely  preclude  this  op- 
tion, alternative  ways  of  providing 
permanent,  supportive  homes  for 
parentless  children  are  discussed. 

Managing  Human  Services.  Wayne  F. 
Anderson,  Bernard  J.  Friedenand  Mi- 
chael J.  Murphy,  editors.  Interna- 
tional City  Management  Association, 
1140  Connecticut  Avenue,  N.W., 
Washington,  D.C.  20036.  $20;  $19 
cash. 

This  text  deals 
with  an  expand- 
ing and  develop- 
ing set  of  serv- 
ices, particu- 
larly from  the 
perspective  of 
cities.  In  many 
communities  the 
proper  role  of  the 
local  government  in  human  services 
has  not  been  settled  and  confusion 
remains. 

Group  Homes  for  Children.  New 

York  State  Board  of  Social  Welfare, 
Empire  State  Plaza  Tower,  19th 
Floor,  Albany,  NY  12223. 

Group  homes  are  a  relatively  new 
form  of  foster  care  which  offers  a 
stable  life  in  a  community  for  selected 
children  who  cannot,  for  a  variety  of 
reasons,  live  with  their  own  families. 
This  booklet  tells  how  group  homes 
operate  and  how  they  benefit  the 
children  and  the  taxpayers. 
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Growth  in  Medicaid  Expenditures 
for  Fiscal  Years  1970  - 1976 

(in  Billions  of  Dollars) 


Source:  National  Center  for  Social  Statistics. 
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Keep  Up 
With  the  Field 

Make  sure  you  obtain  your 
copy  of  the  Record. 
Fill  out  a  subscription  form 
or  pass  this  along  to  a  colleague. 


Subscription  form  for  The  Record 


Subscription  Rate: 
$6.40  a  year 
($8.00  foreign) 
Single  copy  .85$ 


NAME-FIRST.  LAST 


ORGANIZATION 


ADDRESS 


CITY 

STATE 

ZIP  CODE 
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Send  check,  payable  to  SUPERINTENDENT  OF  DOCUMENTS 
to  the  U.S.  Government  Printing  Office,  Washington,  D  C.  20402 


